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REPUBLIC OF CHINA'S KEY ECONOMIC INDICATORS 


All values in U.S.$ million 
and represent period averages 
unless otherwise indicated 


Exchange Rate: US$1.00=NT$38.00 1975 % Change 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 
GNP at Constant 1971 Prices 
Per Capita GNP, Current Prices, in US$ 
Plant & Equipment Investment 
Personal Income 
Indices: (Base=100) 
Industrial Production (1971) 
Avg. Labor Productivity (1973) 
Avg. Industrial Wage (1973) 
Labor Force (1,000 persons) 
Avg. Unemployment Rate (2%) 


MONEY AND PRICES 


Money Supply 2,279 2,876 3,409 
Interest Rate, com'l bank secured 144.75 13/13.25 13/13.25 
Indices: (1971-100) 
Wholesale Prices 180.41 £41.26 77625 
Urban Consumer Prices 164.31 172.90 181.55 


BALANCE OF TRADE AND PAYMENTS 


Gold & Foreign Exchange Reserves 1, 853 1, 830 

External Public Debt (incl. undisbursed) 2,976 2,995 

Annual Debt Service (%) 4.7 6.9 

Balance of Payments (Basicl/) -688 105 

Balance of Trade =I aor -643 

Exports, FOB 5,639 5,309 -5.9 
U.S. Share 2,037 1,823 -10.5 

Imports, CIF 6, 966 5,952 -14.6 7,000 
U.S. Share 1,680 1,652 -1.7 1,750 


Main Imports from U.S. (1975: commodity first, quantity in 1,000 M/T second and 
value third): Machinery Equipment, various, 363; Soybean, 827, 221; Electrical 
Equipment & Apparatus, various, 184; Chemical Elements, Compounds, Materials.& 
Products, various, 146; Cotton, 119, 122; Wheat, 475, 93; Maize, 513, 753 
Transportation, various, 72. 


i Identical with the US definition, i.e., the current account balance plus or 
minus net long term capital inflow or outflow. 





SUMMARY 3 


1976 promises to be a reasonably good year for the ROC economy. Sparked by 
increasing foreign demand for ROC exports, recovery was strong in the first 
six months of the year and the upswing has continued into the second half, 
although at a slower rate. Instead of the 6.4% rise expected earlier, GNP 
growth of 10% in real terms now appears to be within reach. The growth of 
domestic credit has been restrained in the interest of price stability, and 
industry has begun to chafe at tight money conditions. Since inflationary 
pressures are mounting, however, the ROC government is likely to continue with 
its conservative monetary policy for the rest of the year. 


Foreign investment continues to be welcomed, but opportunities for the future 
will be more in the high-technology and capital-intensive industries than in 
the labor-intensive fields which have attracted most investment up to now. 

The movement of industry onto a high technology base also will provide good 
sales opportunities in a wide range of fields in the coming years. END SUMMARY 


CURRENT ECONOMIC SITUATION AND TRENDS 


Recovery continues in first half of 1976 


While some spotty problems remain, the economic recovery which began in the 
latter part of 1975 continued into the first half of this year. Sparked by 
continued strong demand in the export sector, the economy grew by 11.2% in 
real terms without setting off significant price increases, 


Reflecting the favorable export picture, foreign exchange reserves improved 
steadily, to reach a record $2.3 billion in July. 


The continuing recovery also is reflected in the industrial production index, 
which stood at 178.9 (monthly average) for January-July 1976--a 29% increase 
over the comparable period in 1975. Recovery has been led by the chemical and 
textile industries. By comparison with the first quarter of 1975--the trough 

of the recession--output in the first quarter of 1976 was up by 57.5% in 
chemicals and 38.3% in textiles. Production in both industries is now sub- 
stantially above pre-recession levels, Output of the electrical and electronics 
products industry also has improved markedly--up by 43.8% from the low point 

of the recession--but this industry still has not recovered fully to production 
levels reached in 1973-74, 


In the agricultural sector overall growth in the first half of 1976 was 5.72, 
with the livestock sector showing the greatest increase (24.3%). The normally 
strong fisheries sector declined by 1.1% as a result of smaller catches by 

the deep-sea fleet and a drop in output of cultured species. Crop production 
rose by 1.1% with rice output reaching 1,350,000 metric tons--an increase of 
2% 





Monetary and credit developments 


Monetary developments so far this year have been marked by a sharp decline in 
the rate of expansion of domestic bank credit. Outstanding credit at the end 
of June totalled $9.2 billion, representing a growth of 8% in the first half 

of 1976 and 24% for the year (July 1975-June 1976). This was substantially 
below the rate of increase in the last two years (39% in 1973/74 and 33% in 
1974/75), and reflects a drop in the rate of credit expansion to both the 
public enterprises and the private sector. Credit demand—at least in the 
private sector—-actually has remained high, but the government's concern for 
keeping inflation in check has led it to exercise a policy of credit restraint. 
Moreover, the banks are said to have turned more than usually cautious in their 
lending practices following the failure of a large paper company which had 
received heavy financing under questionable circumstances. 


Thus, as the first half closed, tight money conditions were forcing some private 
sector borrowers into the unorganized secondary market where interest rates 
range up to 2.5% and more per month. Many borrowers, particularly in the ex- 
port sector, were already operating with slim profit margins and the high cost 
of credit has worsened their financial condition. Appeals have been made to 

the government for a more liberal credit policy, but it appears that restraint 
will continue to be the watchword for at least the rest of this year. 


Inflation still not a problem, but.... 


Price increases in the first 7 months of 1976 were within tolerable limits, 
with wholesale prices rising just under 4% and consumer prices less than 2%. 

The nflation rate could--and probably will--pick up in the second half, however, 
as a shift from deficit to surplus in the balance of payments adds to liquidity. 
Also, as industrial production approaches capacity the competition for labor 
will force wage levels upward. ROC authorities undoubtedly will act, probably 
through a further tightening of domestic credit, to restrain growth if the rate 
of inflation begins to rise sharply. 


Foreign trade and balance of payments trends 


The ROC's total trade on a customs basis reached $8.6 billion (exports $4.4 
billion and imports $4.2 billion) in January-July 1976, for an increase of 42% 
over the same period in 1975. Export trade was particularly strong, registering 
an increase of 54%, while imports grew 31%. The combined U.S.-Japanese share 

of total ROC trade was 54%, with the U.S. accounting for the bulk of exports 
(37%) and Japan supplying the largest share (33%) of imports. Thus the charac- 
teristically triangular pattern of ROC foreign trade was perpetuated during 

this period, although greater diversification of markets remains an objective 

of GROC economic policy. 


In light of the improving trade situation, the balance of payments outlook 
for 1976 is highly favorable. While trade growth is expected to taper off in 
the second half, a current account surplus of up to $200 million is projected 
for the year as a whole. Net capital inflows are estimated to add another 
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$450 million, yielding a basic balance of $650 million. This will add to for- 
eign exchange reserves, which (as defined by the Central Bank of China) stood 
at a record $2.3 billion at the end of June. The debt service ratio (ratio of 
debt service payments to merchandise exports) will remain relatively low in 
1976, at around 6%. 


Trend of foreign investment 


Investment approvals totalling $120 million were preliminarily targetted for 
1976 by ROC authorities. Approvals in the first half, however, were only $46 
million, and projected approvals in the second half may not bring the total 

to much more than $100 million. In that event, 1976 will be the third suc- 
cessive year in which investment has shown a marked decline. After peaking at 
$249 million in 1973, approvals dropped by 24% to $189 million in 1974 and 
fell off another 37% to $118 million in 1975. 


The declining trend of foreign investment is attributable partly to world-wide 
economic conditions, but it also may reflect the beginning of a basic trans- 
formation in the ROC investment environment. Up to now foreign capital has 
been attracted mainly to the labor-intensive industries. The incentive for 
additional investment in these industries, however, is diminishing along with 
the rapid increase in the wage level. For the future, therefore, new invest- 
ment opportunities in Taiwan will lie elsewhere. In that connection, the ROC 
government has announced in its new 6-year development plan (1976-81) that 
priority will be given to promotion of capital-intensive and high-technology 
industries. As the transformation to this new stage of development progresses, 
a high level of foreign investment will be needed to promote technology transfer. 
Selective tax and other incentives will be provided to encourage investment in 
the desired industries. 


Meanwhile, confidence in the ROC economy remains high among the international 
banking community. Several medium-term Eurodollar credits have been syndicated 
this year with major U.S. banks in the lead. These include a $50 million loan 
by six banks to a joint venture between Union Carbide and ROC interests for a 
chemical complex, and an $80 million loan to China Steel, with 22 banks in- 
volved. A new syndication is mderway for a $100 million loan to the ROC Minis- 
try of Finance for relending to the public sector enterprises. Apart from 
these syndications, U.S. banks are active in other dollar loans to the ROC, 
frequently as participants with the U.S. Export-Import Bank. 


Outlook for 1976 


The outlook for the ROC economy in 1976 is much better than had been expected 
at the beginning of the year, when GNP real growth was predicated at 6.4%. 
Actual growth of just over 11% was achieved in the first half and further 
expansion of about 9% is anticipated in the second half. On that basis, growth 
will reach about 10% for the full year. Assuming continued economic recovery 


in the U.S. and Japan--Taiwan's principal trading partners--this projection is 
certainly realistic and, in fact, may be on the conservative side. 





The improved condition of the economy is due largely to the stronger than 
anticipated recovery of export trade. In the government's annual development 
plan for 1976, exports were projected to grow by only 11.3% (in real terms); 
actual growth in the first half was 36% and second half growth is estimated 
at about 26%. Thus, the overall increase for 1976 is expected to be in the 
neighborhood of 31%--almost three times greater than originally estimated. 


Spurred by export demand, the total real value of ROC industrial output in 
1976, originally estimated to grow by 8% to $6.8 billion, is now projected to 
elimb 18%, to $7.5 billion. 


In the other sectors of the economy the outlook remains about the same as 
estimated at the beginning of the year; services are projected to grow by 5% 
(to $5.5 billion); transportation and communications by 6% (to $0.9 billion); 
and agriculture by 3% (to $2.1 billion). 


Price stability will continue to be a major objective of ROC economic policy. 
An inflation rate of 6 to 7 percent at minimum probably is unavoidable this 
year because of pressures on domestic wage levels and price increases for 
imported materials. Money and credit will be expanded to accommodate these 
unavoidable pressures, but beyond that the authorities can be expected to apply 
a restraining hand. The money supply seems likely to be held to a total 
increase of about 20%, which should be consistent with price stability but also 
may result in some sacrifice of economic growth. 


IMPLICATIONS FOR U.S. TRADE 


After slipping 1.8% to $1.65 billion in 1975 from 1974 levels, U.S. exports 

to the Republic of China have showed renewed strength during 1976 and appear 
to be heading for a record year. ROC imports from the United States were $869 
million through June, an increase of 8% over the $804.9 million in 1975, and 
ahead of the $845 million total for the six-month period of 1974. The comparable 
1976 figure for total imports from Japan, the ROC's leading supplier, was 
$1,501 million. The U.S. share of the ROC import market for the first half 

of 1976 was 24.8%, below the 27.8% for the whole of 1976. The Japanese in- 
creased their share from 30.4% to 33.7% for the comparable periods. On a bi- 
lateral basis, the ROC ran a $473 million surplus with the United States for 
the January-June 1976 period. 


Leading U.S. exports to the ROC during 1976 have been farm products (excluding 
cotton) at $242 million* during the first six months of the year, up 5% from 
1975; machinery at $212 million*, up 15.9%; electrical equipment and supplies 
$104 million*, up 22.2%; chemicals $6.9 million*, up 3.5%; textile products 
(including cotton) $50 million*, up 1.6%; metals $43 million*, down 11.7%; and 
transportation $46 million*, up 25.0%. With a reduced cotton harvest reported 
in the United States in 1975, increases in world raw cotton prices may result 
and be reflected in lower levels of ROC cotton imports. On the other hand, 
contemplated purchases by China Airlines of two additional Boeing 747's could 
boost imports of transportation equipment. 


* 6-month figures extrapolated from 5-month data 
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In view of the strong performance of the ROC economy, demand for U.S. equip- 
ment and industrial supplies should continue to rise over the coming period. 
We expect the large bilateral imbalance in U.S.-ROC trade recorded earlier 

in the year to be reduced as orders for new equipment begin to catch up with 
the sharply rising levels of ROC production and exports to the United States. 


Current Sales Prospects 


Based on actual sales from U.S. Trade Center events, as well as Embassy studies 
and independent market research, the following categories of products appear 
to offer substantial sales opportunities: 


Building and construction equipment; e.g. portable electric drills; portable 
electric grinders; portable air compressors; portable electric tools; snap 


bracket single waler forming systems for concrete structures; shotcrete pumps 
and tunnel gun equipment; ross mobile and low profile stationary concrete batch 
and mix plant; complete forming systems for reinforced concrete structures; 
concrete curbing machines, small types; aluminum roof coatings; heavy duty roof 
coatings; emulsion roof coatings; white roof shields; heavy duty patching com- 
pounds; heavy duty primers; concrete primers; aluminum hydraulic shoring equip- 
ment; wet wide belt sanders and sanding belts; locksets - protecto locks; 
coated abrasive belts; residential and commercial door locks, generalized 
designs; cutlass 4341-3000 whiteprinters, small type; electric snap-on tools; 
snap-on hand tools; hydraulic service tools; hydraulic jacking/piling testing 
units; road paving and trimming equipment; packaged type screw air compressors; 
vibratory soil compactors; high tensile strength tools for the construction 

and machinery industries; slip form pavers; asphalt curbing machine; mechanical 
angle dozer; bull dozers; excavators; TF-1000 trenchers; crawler tractors 
complete with hydraulic semi-U dozer blades and hydraulic rippers; tractors 
with loader-backhoe agricultural mountings; tower cranes, small types; vibratory 
compactors; crawler drills; mounted breakers; motorgraders. 


Machine tools; e.g. grinding machines; lathes; milling machines; drilling 
machines; boring machines; jig boring machines; sawing machines; gear cutting, 
shaping, finishing machines; planers; hydraulic presses; presses, inchding 
mechanical and punch; rolling mills; wire drawing machines; other drawing 
machines; bending machines; welding machines, gas-operated; cutting machines, 
gas-operated; rolls and other parts of rolling mills; chucks, for lathes; drill 
jibs. 


Hotel and restaurant equipment: e.g. color TV sets; window-type air conditioners; 
freezers; refrigerators; vacuum cleaners (Eureka vacuum cleaners, micro-master 
vacuum cleaners, small types of industrial vacuum cleaners); carpet shampooers 
(wet-dry vacuum carpet cleaners, shampoo-N-Vac, carpet shampoo machines); audio- 
visual training program for hotel, food service & general business areas; walk- 
in refrigerators; revolving show-off display cases; electric pressure fryers; 
luxor toilet with fittings; towels; sheets; ice-making machines; bliz whiz ice 
shavers. 
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Automotive service equipment:e.g. hand tools; lubricating equipment; automo- 
tive paints & coatings; rust inhibitors; paint spray application equipment; 
portable battery chargers; wheel service equipment (steering wheel holder, 
pedal depressor, turning gauge set, car level gauge, projector, gauge & mag- 
net, turning radius gauge, alignment gauge); timing light. 


Food processing and packaging equipment: e.g. lard plasticizers, slaughter- 


ing equipment, all general meat processing equipment, homogenizers, pasteur- 
izers, ice cream equipment, dairy products packaging equipment, cheese making 
machines, spray driers - powdered milk, evaporated milk equipment, enrobing 
machines, bread making machines, continuous process ovens, cake depositing/ 
icing machines, juice extractors, sawing/breaking machines, pulling machines, 
margarine making churns, germination machines, blast freezers, compressors, 
condensors/evaporators, refrigerated bulk cooling tanks, aseptic processing 
and storage systems, recording thermometers, sterilizing systems, fillers for 
dry products, fillers for liquid products, other form/fill/seal systems. 


Laboratory equipment: e.g. biological and clinical analysis equipment; labora- 
tory support equipment, general purpose and inexpensive. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





